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(3) There are no ‘‘hold harmless’’ pro-
visions that apply to local area alloca-
tions of WIA dislocated worker funds. 

(b)(1) If a State elects to apply a 
‘‘hold-harmless’’ under paragraph (a)(1) 
of this section, a local area must not 
receive an allocation amount for a fis-
cal year that is less than 90 percent of 
the average allocation of the local area 
for the two preceding fiscal years. 

(2) In applying the ‘‘hold harmless’’ 
under paragraph (a)(2) of this section, a 
local area must not receive an alloca-
tion amount for a fiscal year that is 
less than 90 percent of the average allo-
cation of the local area for the two pre-
ceding fiscal years. 

(3) Amounts necessary to increase al-
locations to local areas must be ob-
tained by ratably reducing the alloca-
tions to be made to other local areas. 

(4) If the amounts of WIA funds ap-
propriated in a fiscal year are not suffi-
cient to provide the amount specified 
in paragraph (b)(1) of this section to all 
local areas, the amounts allocated to 
each local area mustbe ratably re-
duced. (WIA secs. 128(b)(2)(A)(ii), 
133(b)(2)(A)(ii), 506.) 

§ 667.140 Does a Local Board have the 
authority to transfer funds between 
programs? 

(a) A Local Board may transfer up to 
20 percent of a program year allocation 
for adult employment and training ac-
tivities, and up to 20 percent of a pro-
gram year allocation for dislocated 
worker employment and training ac-
tivities between the two programs. 

(b) Before making any such transfer, 
a Local Board must obtain the Gov-
ernor’s approval. 

(c) Local Boards may not transfer 
funds to or from the youth program. 

§ 667.150 What reallotment procedures 
does the Secretary use? 

(a) The first reallotment of funds 
among States will occur during PY 2001 
based on obligations in PY 2000. 

(b) The Secretary determines, during 
the first quarter of the program year, 
whether a State has obligated its re-
quired level of at least 80 percent of the 
funds allotted under WIA sections 127 
and 132 for programs serving youth, 
adults, and dislocated workers for the 
prior year, as separately determined 

for each of the three funding streams. 
Unobligated balances are determined 
based on allotments adjusted for any 
allowable transfer between the adult 
and dislocated worker funding streams. 
The amount to be recaptured from each 
State for reallotment, if any, is based 
on State obligations of the funds allot-
ted to each State under WIA sections 
127 and 132 for programs serving youth, 
adults, or dislocated workers, less any 
amount reserved (up to 5 percent at the 
State level and up to 10 percent at the 
local level) for the costs of administra-
tion. This amount, if any, is separately 
determined for each funding stream. 

(c) The Secretary reallots youth, 
adult and dislocated worker funds 
among eligible States in accordance 
with the provisions of WIA sections 
127(c) and 132(c), respectively. To be el-
igible to receive a reallotment of 
youth, adult, or dislocated worker 
funds under the reallotment proce-
dures, a State must have obligated at 
least 80 percent of the prior program 
year’s allotment, less any amount re-
served for the costs of administration 
of youth, adult, or dislocated worker 
funds. A State’s eligibility to receive a 
reallotment is separately determined 
for each funding stream. 

(d) The term ‘‘obligation’’ is defined 
at 20 CFR 660.300. For purposes of this 
section, the Secretary will also treat as 
State obligations: 

(1) Amounts allocated by the State, 
under WIA sections 128(b) and 133(b), to 
the single State local area if the State 
has been designated as a single local 
area under WIA section 116(b) or to a 
balance of State local area adminis-
tered by a unit of the State govern-
ment, and 

(2) Inter-agency transfers and other 
actions treated by the State as encum-
brances against amounts reserved by 
the State under WIA sections 128(a) 
and 133(a) for Statewide workforce in-
vestment activities. 

§ 667.160 What reallocation procedures 
must the Governors use? 

(a) The Governor may reallocate 
youth, adult, and dislocated worker 
funds among local areas within the 
State in accordance with the provi-
sions of sections 128(c) and 133(c) of the 
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Act. If the Governor chooses to reallo-
cate funds, the provisions in para-
graphs (b) and (c) of this section apply. 

(b) For the youth, adult and dis-
located worker programs, the amount 
to be recaptured from each local area 
for purposes of reallocation, if any, 
must be based on the amount by which 
the prior year’s unobligated balance of 
allocated funds exceeds 20 percent of 
that year’s allocation for the program, 
less any amount reserved (up to 10 per-
cent) for the costs of administration. 
Unobligated balances must be deter-
mined based on allocations adjusted for 
any allowable transfer between funding 
streams. This amount, if any, must be 
separately determined for each funding 
stream. 

(c) To be eligible to receive youth, 
adult or dislocated worker funds under 
the reallocation procedures, a local 
area must have obligated at least 80 
percent of the prior program year’s al-
location, less any amount reserved (up 
to 10 percent) for the costs of adminis-
tration, for youth, adult, or dislocated 
worker activities, as separately deter-
mined. A local area’s eligibility to re-
ceive a reallocation must be separately 
determined for each funding stream. 

§ 667.170 What responsibility review 
does the Department conduct for 
awards made under WIA title I, sub-
title D? 

(a) Before final selection as a poten-
tial grantee, we conduct a review of the 
available records to assess the organi-
zation’s overall responsibility to ad-
minister Federal funds. As part of this 
review, we may consider any informa-
tion that has come to our attention 
and will consider the organization’s 
history with regard to the management 
of other grants, including DOL grants. 
The failure to meet any one responsi-
bility test, except for those listed in 
paragraphs (a)(1) and (a)(2) of this sec-
tion, does not establish that the orga-
nization is not responsible unless the 
failure is substantial or persistent (for 
two or more consecutive years). The re-
sponsibility tests include: 

(1) The organization’s efforts to re-
cover debts (for which three demand 
letters have been sent) established by 
final agency action have been unsuc-
cessful, or that there has been failure 

to comply with an approved repayment 
plan; 

(2) Established fraud or criminal ac-
tivity of a significant nature within 
the organization. 

(3) Serious administrative defi-
ciencies that we identify, such as fail-
ure to maintain a financial manage-
ment system as required by Federal 
regulations; 

(4) Willful obstruction of the audit 
process; 

(5) Failure to provide services to ap-
plicants as agreed to in a current or re-
cent grant or to meet applicable per-
formance standards; 

(6) Failure to correct deficiencies 
brought to the grantee’s attention in 
writing as a result of monitoring ac-
tivities, reviews, assessments, or other 
activities; 

(7) Failure to return a grant closeout 
package or outstanding advances with-
in 90 days of the grant expiration date 
or receipt of closeout package, which-
ever is later, unless an extension has 
been requested and granted; final bil-
lings reflecting serious cost category 
or total budget cost overrun; 

(8) Failure to submit required re-
ports; 

(9) Failure to properly report and dis-
pose of government property as in-
structed by DOL; 

(10) Failure to have maintained effec-
tive cash management or cost controls 
resulting in excess cash on hand; 

(11) Failure to ensure that a sub-
recipient complies with its OMB Cir-
cular A–133 audit requirements speci-
fied at § 667.200(b); 

(12) Failure to audit a subrecipient 
within the required period; 

(13) Final disallowed costs in excess 
of five percent of the grant or contract 
award if, in the judgement of the grant 
officer, the disallowances are egregious 
findings and; 

(14) Failure to establish a mechanism 
to resolve a subrecipient’s audit in a 
timely fashion. 

(b) This responsibility review is inde-
pendent of the competitive process. Ap-
plicants which are determined to be 
not responsible will not be selected as 
potential grantees irrespective of their 
standing in the competition. 
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